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June 14,2000 

PERSONAL & CONFDENTIAL 
FAX TO HOME -01194-207-938-1 and 011-46207.937-2686 I?? 
COPY VIA COURlEQ 

Hon. Conrad Black, P.C., Q.C. 
do Telegraph Group Limited 
One Canada Square 
Canary Wharf 

Loridon El4 SDT 

DX42657 Isle of Dogs 

London 


Dear Conrad: 

In an extraordinarily short and rushed time since you and Ishook hands in 
Brussels about-ten days ago, we have been able to craft a more'formal 
document, entitled Transaction Proposalu. I am enclosing the document 
along with the 7 Schedules, and forwarding a copy to David Radler in 
Chicago and Peter Atkinson inToronto. 

"s promised, Ihave tried to stay within the spirit, intent and meaning of the 
.--- Concept Document of May 31, as you and I amended and clarified at our 

meeting. I f  Ihave erred in dolng so. I can assure you it would only be by 
oversight, and not any intent to change the fundamental deal. 

. s 

What this document attempts to do, is expand on the Concept Document 
and try to flesh it out into something closer to a non-binding Letter of Intent, 
prior to the bpening of the bids in the auction process belng carried out for 
you by Morgan Stanley. ' 

Naturally, as we get into more details, new questions arise, and you may 
wish to further discuss the terns, conditions and Implications, prior to 
commencing in-depth due diligence in the next few days. 

To that end, Iam available in Winnipeg (home or office) stralght through for 
the foreseeable future, with the possible exception of having to go to 
Toronto for a .day sometime next week to meet with Peter Gadsoe andlor 
John Hunkin to finalize the financing, if that is what it takes to put that 
aspect to bed, so feel free to call anytime day or nlght (not morning). 
Alternatively, as you know, Leonard is in Paris and can be reached at the 
Four Seasons Hotel, 31 Avenue, George 5V, 75008, phone 011-33-49-52­
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7100, guest fax 01 1-33-1 -49-52-7010, private fax '01 1-33-1 -49-52-7684, 
and would be happy to stop over In London to meet with you to clarify 

' 

things on his way home to Winnipeg sometime in the next couple of days. 
BY way of a copy of this letter, Iam asking him to call you before he leaves 
Paris to ascertain whether or not a meeting is necessary In the next few 
days. 

I don't think you will find any surprises in the document, with the possible 
exception of paragraph 5 ,  dealing with the purchase of Canada.com. 
There, as.1 forewarned you, we think that the simplest thing for us to do is 
buy Canada.com and give you a 50% interest in any profit we make on any 
subsequent transaction involving it ,  I know that this differs from paragraph 
11 of the Concept Document, but on reflection, we concluded that it would 
be a nightmare to blend Canada.com into all our other Internet stuff and 
then try to detgrmine who.should support what losses ifwe were to go into 
the 50150 arrangement in shareholding- YOU should also appreciate that 
our lenders and financial advisors are keen on the convergence component 
of our merger and that keeping Canada.com out of  the. combined 
operations dllutes their enthusiasm for the deal. I f  you insist, we will return 
to the original concept, including the Idea that we would be prepared to 
leave i t  out entirely, establish our own Portal, as we have been planning.to 
do anyway, and enter into a comrnerclal arrangement giving access to 
Canada.com to our print content and vice versa. Frankly, t honestly 
believe that when you reflect on it, you will also conclude that a simple 
purchase, the 50150 profit split on any furfher on-sales, will 'get you 
pnnclpally what you want, namely, not being embarrassed by having sold it 
at double your cost, only to find that the buyer unsold it at a spectacular 
further'multiple of cost. 

Z" In all events, we feel that the discussions wlth Look . Communications. 

9 should be deferred until we get aur deal done. 
k-(e4 

Although it makes no difference to you, we have also provided that if Ican 
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work out my tax situation, it might be preferable for the multiple voting 
shares to be sold by my family companies, or the charitable organltations 
to which I intend to donate same; in that case, so that you would not be out 
of packet, we have increased the cash to be payable to you, to cover your 
cash outlay. 

~ v e r a dthe Shreh0td.m' Agreement in 
PrQcwmrttwith RtrvOtatorr, and the 

. 

. 

am you 4nnd I h s  Asper Family. 

Neither the Hollinger nor the CanWest people wish to sign a Letter of Intent 
at this point, even though it is not binding until there are definitive 
agreements, out of concern for having to make a public announcement. I 



1 have no problem with that, but before I unleash our entire human resource L 

component at head office, plus engage a number of advisors, Iwould like 
to have the comfort of having a private letter from you confirming, as do I 
now confirm, that the Proposal is acceptable to you (subject to further 
discussions) and that you will cooperate fulv with me in developing it to the 
stage of due diligence and definitive agreements that we can present to our 
companies for approval. 

Ihave taken the liberty of attaching a pro forma type of letter which Iwould 
appreciate your sending me, In my personal capacity, on your personal 
stationery, not Hollinger's. Feel free to adapt or change it as you see fit. 
Since speaking with you this morning, we have been given further 
encouragement that our financing is starting to shape up. We will have a 
written proposal from ClBC World before the weekend, and BNS is sending 
a team to Winnipeg to meet with me on Friday to lay out their written 
proposal. Given that Ihave more flexibility than I have so far indicated to 
any of them, Iam optlmistic. 

Incidentally, we are really flying blind on the Post and Canada.com. We've 
requested financial'inforrnation to give us a sense of them, but so far 
haven't received anything. Could you possibly exert a little of your famed 
gentle suasion? 

1 Ilook forward to further discussion with you. 

- IHAfsm 
Att. f 

Copy: Leonard Asper 
 
Peter Atkinson 
 
Davld Radler -
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TRANSACTION PROPOSAL 

Merger of Certain Canadian Businesses of Hollinger Inc. 
and the Buslncsses of' CanWest Globel Communications Corp. 

CanWest Global Communications Corp. is prepared to negotiate the purchase from Hollinger 
Inc. and its affiliates ("Hollingcr") of: 

(a) 	 the assets, property and undenakjng of Hollinger identifjcd in Schedule A ro this 
proposal as further described in the information provided or made available to 
CanWest Global Communications Corp. in connection with this transaction (the 
"Print News Media Business") as a going concern; 

(b) 	 il 50% voting and equity interest in the asscts, property and undertaking of 
Hollinger comprising the business of the National Post as further described in the 
information provided or made available to CanWest Global Communications 
Corp. in connection with this transaction (the "National Post Business"); and 

(c) 	 all right, title and interest i n  and to the Canada.com name, domain name and 
website and related websites, together with the assets, property and undcrtnking of 
Hollinger used in and principally dedicated to the operation of such websites (the 
"Cunada.com Business"); 

all on n basis subsrantially as outlined in this transaction proposal (the "Proposed Transaction"). 
The purchaser will bc CanWest Global Communications Corp. andlor one or more of its 
affiliates ("CanWest"). The Print Ncws Media Business, the National Post Business and thc 
Canada.com Business are collectively referred to in this transaction proposal as thc "Acquired 
Businesses". 

The following sets out the principal terms of the proposed transaction. 

1. Purchased Print News Media Assets - CanWest will purchase all of the assets, 
tangible and intangible, used by Hollingcr and principally dedicated to the operation of the Print 
News Media Business including, without limitation: (a) working capital, (b) property, plant and 
equipment, (c) intellectual property (including all right, title and interest in and to the name 
"Southam") and information technology asscts including, but not limited to, all internet related 
asscts and all websites, URL's and domain names and a11 other means of exploitation of 
information technolbgy and intellectual property assets, (d) assignable contracts and government 
authoriz;itions, (e) goodwill, including all customer lists, (e) books and rccords, (f) the interests 
of Hot linger in Canadian Press and Infomart, and (g) all assets of Hollinger used and ustFul in 
the operation of its Canadian ncwsptlper business other thtln those which are used cxclusively by 
the Excluded Print News Media Assets (as defined below) (collectively, the "Purchased Print 
Ncws Media Assets"). . 

Included in the Purchased Print News Media Assets will be the benefit of the 
existing agreements of the Print News Media Business, including the supply agreements for 
newsprint and ink, thc computer hardware and software agreements, distribution agreements, 
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cusromcr agreements and mrtinlenance conuacrs. Tf the bencfit of any contracts cannot be 
assigned to CanWest, colmpanble agreements will be put in place either with Hollingcr andlor 
with the relevant supplies. 

All assets which are used by the Print News Media Busincss but which arc not to 
be included in the Proposed Transaction must be identified in the definitive agreement wd to the 
extent that any such assets are necessary or desirable for the ongoing operation of the Print News 
Media Business, those assets must be replaced or be Ule subject of new arrangements on the 
same or comparable telms. Any inter-affiliate arrangements between the Acquired Businesses 
and Hollinger shall be specifically disclosed and to the extent such arrangements arc required 
post closing by thc Acquired Businesses, such arrzlngements will be continued on commercial 
terms or othenvise on terms to be agreed. 

The Purchased Print News Media Assets shall be transferred to C'inWest free and 
clear of all encumbrances othcr than agreed upon permitted encumbrances. 

2. Excluded Assets and Affiliation Agreements - Except as noted in this 
transaction proposal or as otherwise agreed, the Purchtleed Print Ncws Media Assets will not 
include the assets of the businesses of Hollinger identified in Schedule B to this transaction 
proposal (thc "Excluded Print News Media Assets"). 

Hollinger shall use best efforts to cause the third party purchasers (other than any 
direct competitors of any of the Piint Ncws Media Assets) from Hollinger of any newspaper 
assets forming a portion of the Excluded Print News Media Assets to enter into an affiliation 
agreement (each an "Affiliation Agreement" and, collectively, the "Affiliation Agreements") 
with CanWest providing for mutually acceptable ink, paper and other supply arrangements and 
providing CanWest, at no additional cost, with complete and non-exclusive access to the content 
of such dewspaper provided that this does rlot materially impair Hollingcr's ability to sell any of 
the Excluded Print News.Mediu Assets. s: 
3. Structure of tlie Acqubltion - The consideration for the assets to be purchased 
by CanWest was dctcrrnincd on thc basis that the Proposed Transaction would be an asset 
acquisition on a fulLy taxable basis. CanWest acknowledges that Hollinger may wish to stiucture 
the acquisition of the Purchased Newa Media Assets in a manner which would require Hollinger 
to transfer all of the Purchased Ncws Media Assets to one or more ncwly incorporated 

bGI\ 	 corporations ("NewsMcdiaCo") and would require CanWest to purchase all of the shares of 
NewsMediaCo. If Hollingel- decides to proceed in this manncr, Hollinger and CanWest will co- 
operate in determining how best to structure the transfcr of such assets including, wirhout 
limitation, the number and jurisdiction of corporations to which thc Purchascd Ncws Media 
Assets will be transferred ,md the allocation of the Purchascd News Media Assets among the 
various NewsMediaCo. CanWest and Hollinger acknowledge that the purchase price for the 
Purchascd News Media Assets contemplated i n  this transaction proposal assumes that the 
purchasc of such assets is structured as a direct purchase of assets by CanWest on a fully taxablc 
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basis and not as a purchase of shares by CanWest. If Hollinger decides to proceed in thc manncr 
contemplated above and CanWest acquires shares of one or more corporations which collectively 
own all of the Purchased News Media Assets, the purchase price for the Purchased News Media 
Asscts shall be reduced by an amount equal to the difference between the present value of the 
incomc tax deductions that CanWest would have been entitled to had i l  directly purchased the 
Purchased News Media Assets on a fully taxable basis for the purchase price contemplated in 
this transaction proposal and the present value of the income tax deductions NcwsMediaCo will 
be entitled to ils the owner or owners of the Purchased Ncws Media Assets. For purposes of 
determining this reduction ro the purchase price of h c  Purchased Ncws Media Assets (the 'Tax 
Shield Reduction") and calculating the present valuc of the income tax dcductions that would bc 
available to CanWcst or NewsMediaCo, as the case may be, the following assumptions will be 
made: (i) cach of CanWest and NewsMcdiaCo has at all relevant times 6ufTIcicnt income to 
utilize the full amount of a11 income tax deductions rtssociated with the Purchased News Media 
Assets; and (ii) the discount rate will bc an after tax discount rate determined by assuming a tax 
rdte equal to the maximum rate of federal nod Ontario corporate tax payable on the date of 
closing of thc Proposed Transaction by a public co~poration having all of its income allocated to 
Ontario and assuming a pre-tix discount rate equal to the rate of interest payable on the . .
Subordinated Debentures (as dcfincd bclow). 0 
way of reduction or refund of the Purchase Plice to theqxtcnt-thata-RewsMedlaCodisposes of a 

i, 

O ~ I 	 rransfemd asset within 4 years of the . d a k d 3 6 n g  of the Proposed Transaction and the tax 
liability of thc ~ c w s ~ c d j ~ C o - ~ e c t  of such sslc is gnutcr than the tax liability would have 
been if ~ a n ~ t - h a d G q u i ~ r dthe transferred assets on a fully taxable basis (except to the extent 

- d k t c d ~ h & S  hie1Q-Redtterien3;­

4. National Post Busin- - CanWest will purchase 50% of the outstanding shares 
of a newly incorporated corporation to bc I-tamed "The National Post hc." to which Hollingcr 
shall have transferred on a going concern and fully taxable basis, prior to the closing of the 
Proposed Transaction, all.of thc asscts, tangiblc and intmgiblc, used by Hollingcr and principally 
dedicated LO the ati ion id Post Business including, without limitation, (a) working capital. (b) 
propcny. plant and equipment, (c) intcllcctual propcrty and infonnation technology assets 
including, but not limited to, all internet related assets and all wcbsitcs, UKL's and domain 
names and all othtr means of exploitation of information technology and intellectual property 
assets, (d) assignable contracts and government authorizutions, (e) goodwill, including all 
customer lists and books and records. and (g) all olher assets of Hollinger used and useful in the 
opetarion of The National Post other than the Print News Media Assets (collectively, the 
"National Post Assets"). The National Post Inc. will be structured as a joint venture for 
accounting purposes. 

Included in thc National Post Assas will be the benefit of the existing 
agreements, including thc supply agtecmcnts for newsprint and ink, the computer hardware and 
software agreements, distribution agreements. customer agreements and maintenance contracts. 

HLRI07136 
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If tlie benefit of any contrdcts cannot be assigned to The National Post Inc., comparable 
agrccmcnts will be put in place either wit11 Hollinger nndlor with thc rclcvant suppliers. 

All assets which are used by the National Post ~us inessbut which are not to be 
transferred to The National Post Inc. must be identified in the definitive agreement and to the 
extent that any such assets arc necessary or desirable for rhe ongoing operation of the National 
Post Business, [hose assets must be replaced or be the subject of new arrangements on the same 
or comparnble terms. CanWest and The National Post Inc. will enter into long terms agreements 
formalizing any existing but unwritten distribution and affiliation arrangements bctwecn the 
National Post Business and the Print News Media Business and/or Hollinger provided such arc 
on commercial terns or otherwise on terms to be agreed. Hollinger acknowledges that thc 
National Post Business will be integrated administratively with CanWest's operations, the cost of 
such intcgration to bc borne by The National Post fnc. 

The National Post Assets shall be tralisferred to The National Post Inc. ftcc and 
clear of all encumbrances other than agreed upon pelmittcd encumbrances. 

The National Post Inc. will cntcr into an Affiliarion Agreement with CanWest on 
mutually acceptable teims providing for ink, paper md other supply arrangements, providing 
CnnWesr. at no additional cost, with complete and non-exclusivc access to the content of the 
National Post Inc., providing for the masthead of The National Post Inc. to refer to "a 
Hollingcr/CanWest publication" atrd providing for cross-promotional advertising between The 
Nalional Post Inc. and CanWest. At CanWest's option. The National Post Assets may be 
exploited by CanWest on normal commercial [elms including, without lirnitarion, being used to 
brand a new television spccialty license for programming business and related genre. 

Hollinger will providc CanWest with a five year busii~css plan and financial 
forecast relating to thc National Post Business. 

5. Purchaserof the Canada.conr Business - CanWest will purchase as a going 
concern, all right, title and interest in and Lo the Canada.corn name, domain name and wcbsitc 
and related websitcs. together with all of the assets, tangible and i,ntangible, used by Hollinger 
w d  principally degicated to the operation of such websites, including, without limitation, 
working capital, property, plant and equipment, intellectual property and information technology 
assets, assignable contracts and government authorizations and goodwill, including all customer 
lists and books and records (collectively, the "Canacfu.com Assets") free and clear of all 
encumbrances other than agreed upon permitted 'encumbrances. The acquisition of the 
,Canada.comBusiness will be structured as an acquisition of assets. 

No fuither discussions will take place between Hollinger and Look 
Communications Inc. ("Look"). After the closing of thc Proposcd Transaction, the partics will 
commence discussions with Look with respect to a potential transaction, it being understood that 
CanWcsr shall have the final decision-making authority with respect to the completion and terms 
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of such a transaction, including as to the compensation to be provided to CanWest and The 
National Post Inc. for the provision to Look of access to the content of The National Post and 
CanWest's newspaper, broadcasting content and other content. 

In the event that CanWcst sells any or all of the Cunuda.com Business within 
thrce years of the closing of thc Proposcd Transaction, CanWest will pay to Hollinger 50% of the 
amount by which the proceeds of such sale to CanWest, plus any distributions or return of capital 
from the closing of the Proposed Transaction to the date of any such sale, exceed the sum of (a) 
the purchase price paid by CanWcst to Hollinger For the Canada.com Assets, @) any amount 
invested in the Catza&.com Business by CanWest since the closing of the Proposcd Transaction, 
(c) the costs to CanWcst of c q i n g  its investment i n  the Cana&.cotn Busincss, and (d) income 
talres paid or payable i n  rcspect of thc sale of the interest in qucstion. Hollinger acknowledges 
thar CanWcst may transfer the Cariuda.corn Assets into a separate company or limited 
partnership. 

CanWest and Hollinger acknowledge that an initial public offering of securities 
from thc treasury of any corporation owning the Canada.com business will not constitute a sale 
by CanWest of any or all of the Camda.con~Business. 

6. Liabilities - CanWest will not assume (either directly or indirectly through a 
News Mediaco or The National Post Inc.) any liabilities or obligations of Hollingcr other than: 

(a) 	 current liabilities of the Acquired Businesses; 

(b) 	 liabilities in  respect of the nctivc e~nyloyeesof the Acquired Businesses and ihe 
Canah.corn Business to be assumed by CanWest (directly or indirectly) (the 
'Transfclrcd J5rnployees") arising from and after the closing &re; 

( c )  	  liabilities in  connection with any ongoing pension obligations specifically 
assumed i$connection with the Proposed Transaction; and 

(d) 	 liabilities and obligations under the assumed conmts  of the Acquired Businesses 
from and after the closing date of the Proposed Transaction 

(collectively, the "Assumed Liabilities"). 

Hollinger shall remain responsible and indemnify CanWest for and in respect of 
all of the liabilities of Hollinger of every naturc and kind other than in rcspcct of thc Assumcd 
Liabilities. 

7. Purchase Price - The purchase price (the "Purchase Price") for the assets ro be 
acquired by CanWest shall he determined as follows: 
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(a) 	 for the Purchased Print News Medin Assets. the purchase price will bc equal to 
ten (10) times the value of the agreed upon forecast of sustainable earnings before 
income taxes, depreciation and amonizaiion and other adjustments normally 
recorded on the income statement below thc operating profit line. all as 
determined in accordance with Canadian GAAP ("EBITDA") of the Print News 
Media Business for the year ending December 31,2000. Based upon preliminary 
financial information provided by Holfinger, this would produce an estimated 
purchase price for the Print News Mcdia Assets of $3,982,760,000 as set forth in 
ScheduleA; 

(b) 	 for 50% of the shares of The National Post Inc., the purchase price will be the 
sum of $100 million; and 

(c) 	 for the Cunuda.com Assets, the purchase price will be qua1  to 
two times the agreed upon operating and development costs 

incurred by Hollinger in developing the Canada.com Business to the date of 
closing of the Proposed Tral~saction 

subject ro rhc adjustments to the Purchase Price ser forth in section 8 of this transaction proposal. 

The Purchase Pricc shall be payable at closing of the Proposed Transaction as follows: 

(a) 	 as to the amount of $77,625,000, by the issuancc and delivery of 2.7 million 
multiple voting shares ("Multiple Voting Shares") in the capital of CanWcst 
Global Communications Corp., such shms being valued at $28.75 each; 

(b) 	 as to the amount of $607,500,000, by thc issuancc und delivery of 24.3 million 
subordinate voting shams ("Subordinate Voting Shares") i n  thc capital of 
CanWest Global Communications Corp., such shms being valued at $25 cach; 

2 
 
(c) 	 as to bctwccn 50% and 60% of the Purchase Pricc, in cash to be provided by the 

stand-alone bank financing described in paragraph 9; and 

(d) 	 as t6 the balance, by the delivery of subordinated debentures ("Subordinated 
Debentures") of thc corporation, if any, which will own the Canrrdo.comBusiness 
and any corporation holding the Purchased Print News Media Assets andlor 
secured by the shares of CanWest beld in The National Post Inc., having the terms 
and.conditionsset forth in ScheduleC to this proposal. 

At the option of CanWest and CCC some or all of the Multiple Voting Shares may be 
sold to Hollinger by CanWcst Communications. Colpration ("CCC") or a charitable 
foundation (the "Foundation") in consideration for the payment by Hollinger to the 
transferor of $28.75 per Multiple Voting Share and the amount of the cash portion of the 
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Purchase Price shall be increased accordingly; provided, that if the issuance of Multiple 
Voting Shares or the sale thereof to Hollinger from CCC or the Foundation, requires the 
approval of the shveholders of CanWcst, then (i) CanWest shall seek the approval of its 
shareholders at a special meeting of thc CanWest shareholders called for this purpose, 
and (ii) until such time as Hollinger rcccives the Multiple Voting Shans, CCC shall 
provide a power of attorney or enter into a voting trust agrccnlent the cffect of which wit1 
provide Hollinger with the same voting lights as would result from the ownership of the 
Multiple Voting Shares to be issued to Hollinger. 

8. Purchasc Price Adjustments - Thc Purchase Price shall -be subject to 
adjustment, as set forth below: 

(a) 	 The Purchase price will be reduced in order to compensate CanWest for the 
income tax inefficiencies associated with structuring the acquisition of thc 
Purchased Print News Media Assets as an acquisition of shares as provided in 
paragraph 3, such adjustment being currently estimated to be in excess of $100 
million. The definitive sgrccment will describe the principles on which ro base 
the required purchase price reduction and provide for any dispute to be settled by 
binding arbitration. In the first instance. the reduction shall bc calculated by 
PricewatcrhouscCoopers (for CanWest) and KPMG (for Hollinger) and if they 
cannot agree on the amount of the reduction they shall agree on the identity of an 
arbitrator who shall arbitrate the dispute. 

(b) 	 The Purchase Price will bc adjusted on April 30, 2001 to the extent that actud 
audited EBlTDA of the Print News Media Business in the aggregate for thc year 
ended December 31, 2000 is less than the agreed-upon Holtinger forecast 
EBrrPA for such period as set forth on Schedulc A. 

(c) 	 AS the ~$hasc Price was estdlished by negotiations between CanWest and 
Hollingcr &d, in part, by reference to twelve (12) timcs the August.31. 2001 
estimated EBrrDA of certain CanWest operations and investments which are 
listed in Schedulc D (the ,"Variable Asscts"), which EBITDA was estimated and 
agreid upon by the parties to be $421,991,000 in the aggregate, the Purchase 
Price consideration will be adjusted on December 31, 2001 to the extent that 
actual aggregatc audited EBITDA of the Variable Assets for the year ended 
August 31, 2001. i s  less than the estimated agreed upon forccast of EBlTDA for 
the Variable ASSC~Sset forth in Schedule D. 

(d) 	 As the Purchase Pricc assumes that the working cnpitd of the Print News Media 
Business to be assumed by CanWest on closing is zero, the Purchasc Price will be 
decreased or incmased by an amount equal to tiny worMng capital deficiency or 
surplus of the Purchased Print News Media Assets on closing as disclosed in a 
closing working capital audit. 
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(e) 	 &J%~BSPrior vvitt be, reduced by u~ #mount of 9i60 mitiion, king cqud to 
ten (kO) rimes the annual fee of $6 nillion payable under tho Management 
Services-Agrreneac(w dtti'inadMow). 

( f )  	  To cha exmr then tue ccntrak nranogtmt mica tQntcd Strvicarr") such as 
;cccounring, purrhating and sales semieea b fng" p v i d o dto the Pnnt k w s  Mdia 
Business fmm u sowe other than the Print News Media Busilldr~oc ptlrsu~ntto 
the Mursgemni Satvices Agretntent (as dsBW below), that ore csrtntirf to the 
ongoing mfiduct end ept8atitm of IJIL) F r l ~NQwa Media Btwintsses Mh such 
Central Services om mumact or acqulndby CanWac than ta the extent that the 
cost of mn CcnW Som'ca rur not iwlwkd in the f d ~ 8 8 tEBI'ZPA roc the 
Print Ftcws Media Business, the Putchase Prim of the Print News Media 
Busincssts shdl be reduced by ten (LC)) tims the annualized cosr of the Ccnrrat 
Smicos assum& or ~cquitadby CanWest. In such case, for the purpose of 
comparing thc actual audited EBI'TDA of the Print News Media Busincss for the 
year ended December 31, 2000, referred to in paragraph 8(c), and the forecast of 
sustainable B I T D A  referred to in paragraph 7(a), the annualized cosr of such 
Central Services shall be deducted from each such calculation. 

Any reducrion of the Purchase Price shall bc effected by a corrcsponding reduction of the  ( 
principal amount of rhe Subordiilated Debentures held by Hollinger, or, in the event of a 
reduction in the value of CanWest's shares or an increase in the Purchase Price as a consequence 
of a surplus of working capital, at the option of CanWest, by the issuance to Hollingcr of 
additional Subordinate Voting Shares or an incrcasc in the principal amount of the Subordinated 
Debenlures held by Hollingcr. 

9. Bank Financing - CanWest intends to tinance between 50% md 660% (but in no 
 
event less than 50%) of'thc Purchase Pncc by means of senior tclm debt bank financing ("Scniol- 
 
Debt") which is non-recgurse to CanWest other than with respect to the assets or shares of the 
 
Acquired Businesses. CanWest shall endeavour to obtain a comrnitmcnt for such financing on or 
 
prior to July 21, but will not enter into a definitive agreement wid1 respect to the Proposed 
 
Transaction unless i t  has received n signed commitment lettcr.with kspect to such financing 
 
which is acceptable to CanWest. Hollinger acknowledges that the lender providing the Senior 
 
Debt rnsy require cenain prepayments of principal in preference and prioriry to thc Subordinated 
 
Debentures and that !he Senior Debt may be eubjecr to reslrucluring during the term of the 
 
Subordinated Debentures. 
 

10. WTC Decision - Neither Hollingcr nor CanWest shall be required to execute a 
definitive agreement unless and until the Canadian Radio-television and Telecommunic~tions 
 
Commission ("CRTC")has released a favourable decision with respect to CanWest's 
 
applications relating to the change in ownership of WIC Western International Cornrnunicalions 
 
Inc. as rhe holder of broadcasting licenscs in Ontario, Albcna and British Columbia. If such a 
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is not received prior to July 21,2000, CanWest and Hollingcr shall discuss the expected 
 
timing of ihe relcasc of such decisiol~ and thc effect of the release of such decision on the 
 
Proposed Transaction. 
 

11. National Post Shareholder Agreement - CnnWest, Hollinger and The National 
 
Post Inc. will enter into a unanimous shareholders agreement in respect of The National Post Inc. 
 
at closing containing terms and cot~ditions cus tomq for an agreement between the two sole 
 
shareholders of a private corporation, including, without limitation: 
 

(a) 	 Board of Directors - Establishing the number of directors of The National Post 

Tnc. as four with two representatives appointed by each of CanWcst and Hollinger 

lor the first five years following the date of closing, following which the parties 


.shall elect an independent fifth director (if no auction is held as conremplatcd in 
(i) below); 

(b) 	 Chair of the Board - Providing that, for the first five years following thc date of 
closing, a representative of Hollinger and a representative of CanWcst shall be 
Co-Chairs of the board of directors and that the Co-Chairs representing Hollingcr 
shall have a tie-breaking or casting vote. w w i 
~	 & e F - d I T e c f e r 
- H d I i n g e r a n d - ~ a n W n t - ( ~ m v i d e d i ~ & i e n - h a 4 - e e ~ e ~ ~ ~ L  
  
h ~ c n o - P i & & ~ g - * m  

(c) 	 Corporate governance and mjnority protection - Establishing rcstdctions 

customary for agrcemcnts of this nature on the ability of TheNational Post Inc. to 

take certain actions without the unanimous approval of the board of directors or 

sharcholdcrs. At a minimum, thc minority protections will be provided to allow 

each of the parties to pmponionatcly consolidate the nsults of The National Post 

Inc. for dccounting purposes. Any slrrangements betwcen either of the 

shareholders of The National Post Inc. and The National Post Inc. shall be on 

normal commercial terms unlcss otherwise unanimously ap'proved by the board of 

directors of the National Post Inc. The National Post Inc. shall be a special 

purpose company organized to own and managc thc National Post newspaper and 

shall carry on no other activities; 


Editorial Policy - Providing that thc editorial policy of the National Post shall be 
determined by the board of d~rectors of the National Post from time to time and 
that no change in editorial policy shall be made without the approval of the board 
of directors. CanWcst shall be provided with advance notice of new editorial 
policies or changes to existing editorial policies or any editorial position which 
could reasonably be viewed as damaging or advcrsc to CanWest's interests. In 
the event that thc rcprescntatives of CanWcst disagree with the editorial policy 
established by the board of directors or any such adverse editorial position, 

TOR HIO.lI6~9I.lXaOD6141114 
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CanWest shall be afforded the opportunity to submit from time to time, and the 
National Post shall publish in the op-ed pages or such other prominent location as 
shall be agreed, a column under the by-line of the author, in order to ensure that 
che National Post presents a balanced point of view; 

(e) 	 Dispute Resolution - Providing for the private resolution of disputes through 
arbitfalion in Ontario by an agreed arbitrator, provided this right will not detract 
from the Hollinger Cochair's casting vote during the Rrst five years following the 
date of closing; 

(f) 	 Capital Contributions - Providing that in the cvent that the audited EBITDA of 
The National Post Inc. for the year cndcd December 31, 2000 i s  negative, 
Hollinger shall make a capital contribution to The National Post Inc. to makc up 
any deficiency in EBITDA for such period. Commencing January 1. 2001. 
Hollinger arid CnnWcst shall each be responsible for contributing 50% of The 
National Post Inc.'s cash requirements provided failure to provide such capital 
will result in diiurion of the defaulting shareholder's interest. 

(g) 	 Auditors - Providing that the auditors of The National Post Inc. shall be the 
auditors of Hollinger; 

(h) 	 Auction - Providing that at any time after the fifth anniversary af the closing date, 
in thc cvent that either Hollinger or CanWest wishes to sell its shares in The 
National Post Inc. or buy the shares of the other, the partics shall conduct an 
auction of such shares i n  accordance with the procedures set forth in Schedule E. 
During the first five years following closing of thc Proposed Transaction each 
party shall be free 10 sell its shares, subject to a right of first refusal in favour of 
the other and provided any third party purchaser agrees ro become a party to the 
unanimous shareholders agreemcnt; and 

2 


(i) 	 Distributions - Providing for [he annual distribution of all available cash flow 
after provision for all working capital and capital requiremenrs as agrecd upon by 
the parties, failing which to be detelmined by the National Post auditors. 

12. M a n 8 ~ t r tServiceti Ae~eemmat CwWsJt and The Ravalston Corporation 
Limited ("Ravcfsron") will enler into a managemcnt services ogmement (the "Manlgcment 
Services Agreement") on closing of the Proposed Tralisaction on rcrms and conditions more 
fully desctSbdd In Schedule Fmdas follows: 

(a) 	 For en annual faof $6 million commncing January 1, 2001 and payable 
monthly in m a r s ,  Ravelston shall provide the rcrvices of its key management, 
including but not limited to Messrs. Conrad Black, David Radler, and such other 
persons ro bc identified forthwith by Hollingcr, to ovcrscc thc managerncnt and 
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direction of the Acquired Businesses and any other newspaper and related internet 
and ancillary assets acquired by CanWest from timc to time. 

(b) 	 Thc editors and publishets of the newspapers constituting the Print News Media 
Business shall takc direction from the representatives of Ravelston. 

EV$ PC) Ravelston shall be respo~siblc for establishing the editorial policy of the 
 
newspapers in the Print News Media Business; 
 

(d) 	 All decisions of Ravelston, including with respect to editorial policy, shall be 
subject to t h ~  oversight and direction of a newly forrncd Operations Cornmittcc of 
thc board of directors of CanWest. 

(e) 	 The Management Senices Agrecrmunt moy bc terminated by CanWest, at any 
time after h e m b e t  31, 2001 u p n  six months notice, wkteupdn CanWest shall 
pay ta Ravclston the sum of $45 miHlon. The Manugemant Scniccs Agnement 
may bc terminated by Ravelston, a1 any timc after Dsccrnbcr 31, 2002 upon six 
months notice, wheteopon CanWest shall pay to Ravelston the sum of $22.5 . . 

~ ~ i C ~ y m m t ~ d ~ 2 ~ 
buVL -2OWorrach~~yc~fol~owing-th~s~mnivc~a~y~aLk~~mmencament~f-dxr

MartugemrSefSt'C;LIs'Agmommr 

13. CCC/Holllnger Shareholders Agreement - Hollinger and CCC will enter into a 
 
shareholders agreement in respect of CanWest Global Communjcations Corp. at closing 
 
containing the following terns and conditions, among others: 
 

Board Representation - CCC shall agrcc to vote in favour of the election two 
b 

(a) 
nominees of Flollingcr to the board of directors of CanWest Global 

6 Comrnu~~ic,atlons
E 	 

Cory. provided that if Hollingcr's equity or voting interest falls 
b ~i 	 below 8%hr  3% respectively, I-Iollinger shall only be entitled to nominate onc 

CanWest dircctor and if its equity or voting interest falls below 4% or 2%. 
respectively, I-Iollinger shall no longer be entitled to nominate any CanWest 
dirc~tors; 

(b) 	 Liquidity - Annually on and aftcr the third anniversary of thc date of closing of 
the Proposed Transaction: 

(i) 	 Hollinger shall have the light to put up to 10% of any Multiple Voting 
Shares received from either CCC or the Foundation to CCC at a price 
cqual to 114.99% of thc "market price" (as such term in defined i n  the 
Securiries Act (Ontario)) ("Market Pricc") of the Subordinate Voting 
Sl1a1-es providcd that CCC shall have the right to designate a purchaser of 
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the M.ultiple Voting Shares or cause thc Multiple Voting Shares ro be 
distributed to the public; 

( i i )  Subject to the availability of an exemption from the requirement under 
applicable securities laws to prcpare a valuation of the Multiple Voting 
Sharcs, and subject to not being required under applicable sccuritics laws 
to make an identical offer to nll of the holders of Subordinate Voting 
Shares, Hollinger shall have the right to put up to 1090of any Multiple 
Voting Sharcs received from CanWcst to CanWest at 114.99% of the 
Market Price of the Subordinate Voting Shares as at the date of sale. If 
such an exemption is not available. subject to the right of first refusal for 
the benefit of CCC set forth in subparagraph (c), CanWest will assist 
Hollinger in the sale of its Multiple Voting Shares, including without 
limitation, through the preparation of n prospectus or private placement 
offering memorandum provided Hollinger shall contribute 50% of the 
costs of preparatioi~of the prospectus or ofFering memorandum.. Any 
underwriting or placement fccs shall be for the sole account of Hollinger; 

( i i i )  At the request of Hollingcr. CanWest will assist it in effecting the sale of a 
block of 10% or more of the Subordinate Voting Sharcs subject to the 
rigl~tof first refusal set fotth in subparagraph (c), through the preparation 
of a prospectus or private placement offering memorandum provided 
Hollingcr contributes 50% of the costs of preparing any prospectus or 
private placement offering memorandum. Any underwriting or placement 
fees shall be for the sole account of Hollinger. 

. . 

(c) Right of Fint Rcfurel - Hollinger will provide CanWest or CCC, as the case may 
be, with a right of first refusal with respect to the sale by it of its Multiple Voting 
Sharcs at 114.99% of the Market Price of the Subordinate Voting Shares as at the 
date of s d d  Hollingcr shall give teasonablc notice to CuWcst or CCC, as thc 
case may be, of its intention to sell any shans of CanWcst and as im alternativeto 
acquiring same pursuant to the right of first rcfusal, the other party shall have the 
right-to designate a purchaser of such shans who shall be entitled to the benefit of 
the right of first rcfusal. Any sale of Multiple Voting Sharcs must only take place 
on a pro-ratn basis as and whcn then is any sale of Subordinate Voting Shares. 

(d) Ternination -The shareholders' agreement shall terminate and all rights accordcd 
the parties thereunder slrall terminate if Hollinger's voting or equity interest falls 
below 2% or 4% respectively. 

(e) Proponionate Consolidation CCC will assist Hollinger in its discussions with its 
auditors with a view to propo~tionatelyconsolidating the finllncial results of its 
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interest in CnnWcst so long as the requirements of such proponiona~e 
consolidation do not affect the ability of CCC to control CanWest. 

14. /OIE. e k -Holingcr. RawlrtOn urd disir ve sfffltrtes and 
wiaw tnrll Wwr n0n-ptition, non-se l ic i th  ad confidemrkliry wvenaslb rstjrlna 
to the Print News Mde Burinw nsrvScting Mdilngw mdRrvclston end my of their mspectjve 
affiliates and associates from competing with the Acquired S u s i ~ ~ ~ ~ e sin Canada, soliciting 
employees of the Aquitcd Buslnesscs or disclosing any confidential infonnotion of the 
Acquired Businedes for a period of 5 years from the d&tcof closing, providedrho1 Hoiiingtrmd 
Ravei$tonartd thcit rcdpectivcaffiliates and associirkes shall b~ dlowcd to continue to operate the 
Excluded Assets and, subject to Thc National Post Shareholders' Agreement,the National Post. 

15. Due Diligence -'CanWest and Hollinger have each commenced prclirnintlry legal, 
operational and financial due diligence investigations of each other. Execution of a definitive 
agreement will be subject to completion of such investigations and satisfaction with the results of 
such investigations by each of CanWest and Hollinger. From and after June 16, 2000 until 
closing of the Proposcd Transaction, I-Iollinger shall provide CanWest and ils representatives, 
without interference to the ordinary conduct of its business, with full and completc access to h e  
assets, books, records, personnel and premises of Hollingcr in respect of thc Purchased Print 
Ncws Media Assets, including the Print News Media Business, the National Post and the 
Canada.com Business in  order to conduct its legal, operational and financial review of such 
businesses. From and after the execution of a definitive agreement, the investigations by 
Hollinger and CanWest of each other sl-la11 be limited to the verification of the accuracy of the 
respective representations and warranties contained in  the definitive agreement. 

L 

16. Employees - CanWest will bccome o succcssor employer in respect of the 
unionized employees under the collective agreements relating to thc Print News Media Business 
and the 'Caitudu.com Business. Except as noted below, CanWest will offer employment to all 
non-unionized employe9 actively engaged in the Print News Medin Business and the 
Cunada.com Business upbn closing on terms and conditions which shall be substantially similar 
in the aggregate to the existing telms and conditions of their employment. 

Following its review of the employment contracts for management employees of 
the Print News Media Business and the Cnnudu.com Business and after further discussions with 
Hollinger and Ravelston, CanWest shall determine those management employees of the Print 
News Media Business and the Canuda.com Business (a) to whom it does not wish to make an 
offer of crnployment, and (b) with whom ir wishes to enter into retention agreements ("Key 
Employees"). The obligations of Hollinger to employees or folmer employees of the Print News 
Media Business and thc Canada.com Business to whom no offer of employment is made by 
CanWest or who do not accept Can West's offer of employment shall remain with Holljnger. 
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All employees of the National Post Business shall be transferred to Thc National 
Post Inc. on terms and conditions of employment, which shall bc substantially similar in the 
aggregate to their existing terms and conditions of employment. 

The definitive agreement will contain a representation that the employees of the 
Print News Media Business and each of the individual operating businesses, thc National Post 
Business and the Car~ado.comBusiness sufficient to operate such business i n  substantially 
the sslme fashion as such businesses were operated prior to closing and none of such busincsscs 
arc dependent on any services or employees which are not being transferred other than the 
services being provided pursuant to the Mantlgcrnent Selvices Agteement.' 

17. Pensions - Subject to due diligence, CanWest would anticipate assuming a 
proportionate share of [he assets and liabilities of each regietcred pension plttn relating to the 
Transferred Employees provided that such plan is, st a minimum, fully funded on a basis 
satisfactory to CanWest or establishing new plans, the design and terms of which will comply 
with npplicablc cxisting collective agreements. Hollinger shall not amend or merge any pcnsion 
plans for [he Transferred Elnployces prior to the closing of the Proposed Transaction, othcr than 
in the ordinary course of business. 

18. Subordinated Debentures -CanWest shall agree chat. as long as Hollingcr is the 
holder of more than 50% of the Subordinated Debenrum, CanWest shall not incur, capital 
cxpenditurcs or capital investments relating to the Print News Media Business without the prior 
consent of Hollinger, other than in the norms1 course of business. 

On or after the second anniversary of the closing of the Proposed Transaction, at 
the request of HoJlinger, CanWest shall assist Hollinger in the sale and marketing of the 
Subordinated Debentures, in wholc or in part, including through the preparation of a prospectus 
or privaie placement offering memorandum, provided Hollinger shall bear 50% of the costs of 
preparing such documcht. Any underwriting or placement fees sl~nll be for the sole account of 
Hullinger. ? 

19. Deflnltlve Agreement - The parties will exercise bcst efforts fo enter into a 
definitive purchase agrccinent on or before July 21, 2000 containing terms and conditions 
customary for transactions of this nature including, without limitation, the following: 

(a) 	 Rcprcscntations and Warranties of Hollinger - The definitive agreement will 
contain ~zpl-escntations and warrantics of Hollingcr which art typical of 
transactions of this nature including as to the assets, operations, financial 
condition and tax matters which will fully protect CanWcst in respat of any 
undisclosed liabilities or contingcncits associated with the past operations of the 
Acquired Businesses and as to the validity of the forecast revenues of the National 
Post and its operating profitability for the last quarter of 2000. In particular, 
CanWest must be satisfied that it will not assume responsibility or liability for any 

$ 1  	  HLRl07147mR-lllO.3l6l9l.)  : m ~ ~ l 4 1 a t 4  

- 6tC1 6PB'ON + 80013 QNZE l S 3 W 3  2,S:L.TS V P ~ E ~ E ~ T V ~  00/V 1/90 

FOIA CONFIDENTIAL TREATMENT 
 
REQUESTED BY HOLLINGER HLRSEC00591 
 
INTERNATIONAL INC. 
 



cnvironmental matters and expects complete representations, warrantics and 
indemnities for environmentirl issues. 

(b) 	 Restrictions on Sale of CanWest StocMSubordinated Debenture - Hollingcr shall 
agree to enter into a separate undertaking, addressed to The Toronto Stock 
Exchange (thc "TSE"), not to dispose of its Multiple Voting Sharcs or 
Subordinate Voting Shares for such period, if any, as may bc required by the TSE 
and shall agree to enter into a coat-tails agreemtnt in such form as may be 
required by thc TSE. In the event that CanWcst issues equity including as part of 
a restructuring of the Senior Debt, Hollinger agrees to coopcrate in such financing 
by not selling any of its.CnnWest shares or the Subordinated Debentures during 
the period that CanWcst is in the registration process without CanWest's prior 
consent. 

(c) 	 Conditions - The definitive agreement will also contain conditions of closing 
cuscomruy in transactions of this sort, including without limitation: 

) 	 APPI-ovals- receipt of all shareholder, regulatory and material third party 
approvals (including Competition Act approval); in this regard, Hollingcr 
acknowledges that the issunnce of Subordinate Voting Shares and/or the 
issuance or salc of Multiplc Voting Sharcs of CanWcst Global 
Communications Corp. as contcmplatcd by this transaction may require 
the 3pproval of the TSE and/or sharcholdcrs of CanWest Global 
Communications Corp, 

(ii) 	 Business in the Ordinary Course - that the Acquired Businesses shall have 
been conducted in the usual and ordinary inanner md Hollinger shall have 
used all reasonable efforts to maintain good relations with its employees, 
cuyomers and suppliers: 

(iii) 	 No Material Adverse Ckangc - that there shall have been no material 
adverse change in the financial condition, business, assets or prospects of. 	each of the Acquired Businesses and CanWcsr, whether or not as a result 
of the Proposed Transaction. 

(iv) 	 Representations - the continuing truth and accuracy of all representations 
and warranties and fulfilment of all Hollingcr covcnants; 

Key Employees - execution and delivery of retention agreements for Key 
Employees; and 

- 0ZCl 690'0N 	 
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(vi) 	 Agreements - execution and delivery of the National Post Shareholder 
Agreement, the Management Services Agreement, the CCCMollinger 
Shareholders Agrccmcnt nnd [heAffiliation Agreements. 

(d) 	 Material Adverse Effect - Unless the breach results in a material adverse effect 
upon the assets, operations, financial condition or prospects of the Acquired 
Businesses or CanWesc CanWest will bc required to close the kinsiction 
notwithstanding the bltach of any representation and warranty or the failure on 
the part of Hollinger with respect to any of its covenants and shall have recourse 
only to a claim for damages in such event. Any such damages may, at CanWest's 
option, reduce the principal amount of the Subordinate Debentures. At 
CanWest's option, in lieu of termination or a claim for damages, CanWest may 
clcct not to acquire any of the cissets which are the subject matter of the breach 
and the Purchase Price shall be reduced accordingly. 

(e) 	 Indemnities - Standard indemnities will be in placc providing that Hollinger will 
indemnify CanWest for any breach of any covenant, representation or warrdnty if  
such breach or the aggregate of all such bl-tGht6 has exceeded the sum of 
$1,000,000, in which event Hollinger shall be responsible for the full amount of 
all claims of CanWest. 

(f) 	 Survival - The representations and warranties of Hollinger will survive for the 
pcriod ending on June 30, 2003 except for (i) tax representations which will 
survive for six months beyond the normal assessment period and (ii) 
environmental representations and representations as to the title of Hollinger to 
the Ncws Media Purchased Assets. the National Post Asscts and Canadacorn 
Assets, if applicable, which shall survive indefinitely. 

(g) 	 Right of Fhst Refusal on Asscts ­
(i) 	 Hollinger shall provide CanWest with a right of first refusal in nspect of 

any of the Excluded Print Media News Assets which arc not sold pursuant- to the disposition process bcitlgconductcd by Morgan Stanley; and 

(ii) 	 CanWesr shall provide Hollinger with a right of first refusal in respcct of 
any of its print media assets including those contained in the Acquired 
Businesses; 

in both cases for rr pcriod of five years following the closing of thc Proposed 
Transaction and in all cases to apply only with respect to cash transactions and not 
to those which have special or strategic value to CanWest. 
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(h) 	 Forcign own&ship - Hollinger shall nprescnr and warrant that i t  is "cffectively 
owned'and controlled by Canadians" within the meaning of the Broadcasting Act 
(Canada) and a "qualified corporation" as such term is defined in the Direction to 
the CRTC (ineligibility of non-Canadians). If, at any time,Hollinger is not 

~'""cffecrively 	 owned and controlled by Canadians" end a "qualified corporation", 
Hollinger shall sell such numbcr of Subordinate Voting Shares or Multiple Voting 
Shares, in accordance with the terms of the CCCIHoIlinger Shareholders 
Agreemcnt, as may be required to such parties and in such manner to ensure that 
CanWest at all times complies with the foreign ownership provisions of the 
Broadcasting Act (Canada). In the event the size of thc Hollingcr interest in 
CanWest puts at risk the licence of any assets held by CanWest in any 
jurisdiction, Hollinger shall reduce its intertst in CanWcst to eliminate such risk. 

( i )  	  Pre-ernptivc Rights - CanWcst Global Communications c o p .  shall present to its 
shareholders a proposal to amend its aniclcs (i) to provide each OF Hollinger and 
CCC wirh the right to acquire Multiple Voting Shares sufficient to maintain their 
respective voting interests in the evcnt of a tnasury issue of Subordinate Voting 
Shares; and (ii) to provide that, prior to the issue of any Subordinate Voting 
Shares other than in circumstances where the shares are being issued to acquire 
asscts, CanWest may carry out B rights offering to the holders of all Subordinated 
Voting Shores and Multiple Voting Shates. 

cn
4 20. ClosinglEffective Date -CanWest anticipates that closing will take place on the 
I larer of (a) August 31" (which is the year end of CanWest) and (b) five days after Competition 

Act approval and any othcr required regulatory approval. Notwithstanding the date of closing, 
the effective date of the transaction shall be August 3X.2000, . 

21. Business,inthe Ordinary Course - From Iunc 15,2000 to the completion of the 

+' Proposcd Transaction or &e termination of negotiations, Hollingcr shall conduct the Acquired 
Businesses in the usual and ordinary manner and use all reasonable efforts to maintain goodti relations with their respective employees, customers and suppliers. During this period HollingerE shall not makc any commitment wirh respect to tlie acquisition or disposition of any asset 
comprising part of ihe News Media Purchased Assets, the Notional Post Assets or Canao!a.com 
Assets having n value in excess or $100,000,000 or enter into amend or cancel any material 

3 J contract without the prior wtittcn consent of CanWest. For purposes of this proposal, a 'rnacsriol
3 contract' includes any contract involving a one lime cost or annuat puyments exceeding 

d $100,000,000 or any contract having a tenn in excess of one year which cannot be terminated 
without penalty. 

Publicity - All public notices or announcements (including material 
and all other publicity concerning the Proposed Trms~ction shall be jointly 

by CanWcst and Hollinger and no party shall act unilaterally in this 
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regard without the prior approval of the other yany (such approval not to be unreasonably 
withheld) except whem required to do so by law or by the applicuble regulations or policies of 
any governmental or othcr regulatory agcncy of competent jurisdiction or any stock exchange in 
ci~*cumstances where prior consultation wirh thc other party is not practicable. These 
ncgotiotions and the existence and terms of this transaction proposal shall remain confidential 
until the signing of the definitive agreements. 

23. No Shop - Froin and aftcr June 15, 2000 until July 21, 2000 or such later date as 
may be neccssary, provided the parties are negotiating the terms and conditions of a definitive 
purchase and sale agreement, Hollinger (a) will work exclusively and in good faith with 
CanWest with respect to the sale of the Acquired Businesses in an effort to negotiate the 
definitive agreement and complete the Proposed Transaction; (b) except with the consent of 

bUtL 	 CanWest, will not directly or indirectly enter into or putsuc any discussions with, provide 
information to, or enter inlo any agreement with my othcr prson relating to the d r a t  or indirect 
disposition of the Acquired Businesses or any assets of any of such businesses (othcr than in the 
ordinary course of business) or take any action which would hamper the ability of CanWest to 
complete thc Proposed Transaction and; (c) will promptly advise CunWest of any proposals from 
third parries which are received with respect to the assets ~ncludcd in the Proposed Transaction, 
either by Hollinger or its agents, CTBC World Markets or Morgan Stanley. Hollinger shall 
provide CanWest with all information that Holljnger has provided to any other pmy with respwc 
to thc Acquired Businessee. 

24. Additlon to the Excluded Assets - In the event that as part of the current sale 
proccss bcing conducted by Morgan Stanley, Hollinger enters into a binding agreement with a 
third party to sell the Halifax Daily News (the "Halifax") prior to July 21,2000 at a price greater 
than ten (10) times the estimated December 2000 1EBI"IDA of the Halifax, then Hollinger shall 
be entitled to withdraw the Halifax from the Proposed Transaction and rhc Halifax shall be an 
Encluded Print News hie ia Asset; provided that in such event, CanWest shall have the option, 
exercisable within fourte 8n (14) days of receiving notice that the Halifax has been withdrawn by 
Hollinger, to decline to purchase the Atlantic Group of assets described in Schcdule A or any 
part thereof as CanWest shall detehne,  whercupon such part of the Atlantic Group of Assets 
shell be Excluded Print News Media Assets. 

In the event that, prior to the execulion of a definitive agxement with CanWest 
and subject to receiving the prior written consent of CanWest, Hollinger sells or enters into any 
agreement .with rcspect to the dispositio~~ of,. any of the Purchased Print Ncws Media Assets 
othcr thsn the Halifax, such asscrs shall be Excluded Print News Media Assets and the Purchasc 
Price for the remaining Purchased Print News Media Assets shall be reduced by the greater of (a) 
the amount of the -proceeds of any such sale or anticipated salc and (b) the portion of the 
Purchase Price which would have been attributed to those assets. 
FOIA CONFIDENTIAL TREATMENT 
 
REQUESTED BY HOLLINGER HLRSEC00595 
 

) INTERNATIONAL INC. 
TORJUDJIbIUl> 	  lPL006141114 



25. Resatc - If, within two years following the closing of the Proposed Transaction, 
CanWest has sold any of the individual newspaper businesses listed in Schedule A , CanWest 
shall pay to Hollinger within 30 days of the second anniversaryof the closing an amount equal to 
the 'Excess Sale Proceeds" as determined in accordance with Schedule0. 

26. Costs - CanWest and Hollinger will be responsible for and bear all of their own 
costs and cxpenses (including any broker's or finder's fees and the expenses of their respective 
represenlativts) incurred at any time in connection with pursuing or consummating the Proposed 
Transaction. 

27. Currency - All refcrellces in this document to currency shall be rcfcrences to 
Canadian currency. 

28. Concept Document - In stnrcturing and finalizing thc definitive agreements, the 
parties will act in the spirit and intent of the Concept Document dated May 31, 2000, cxccpt as 
such document is specificallyamended by the principal shareholders of the panics. In the event 
of any conflict between thc provisions of this transaction proposal and the Concept Document, 
the transaction proposal shall govern. 
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* \  SCKEDULE A 
- Project Cmntcrbuq 

Bmkct 001A11ocallon By Masthud, 
Gbogrrpblc Reglon, Adjumd EBITDA, 
and Pumhore PriceVPIPO 

Date: June 13,1000 
Yenloa: 1.1 Rnal 

Masthead by Region 

Tbe Snrols O k n e r  Croup 
T%e Otnencr 
nt i g s  
Scope 
TheMarkerplace 

Real Emc Cluidc 

Trevcllin' T h c s  


ThoWladror Star Group 
Thc Windsor SW 
7V Listln~p 
ShopWindsor 

Fomcr Ywng 

Bugain Bundle 


2 
The Chsthom DailyNcwx Croup 
ChathunDaily New 
TV Lijtings 
ChathamKart Citizen 
HomeHunterr Guide 

Barktt One 
Purehose Price 
a t  10X EBITDA 

e > 

< 
1 
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-- 
i The Braatford EtposIfDr Group 

The Expo~itur.. "*­
Midweek 
Wnkardcr 
'lV Listings 
Home Buy- Guide 
Piny Plus 

T h eMPprr  Group 
The Dunnvillc Chic le  
N i ~ p mFalls Rcvitw 
The Welland 'fribunc 
Weekend Update 
Thc Welland TribuneE x b a  

TheSt Catharine's Croup 
StCathuincsSumdud 
SOCN -Rannle Oroup 
Weekend Edition 
Niagm Advance 
nKTima 
The ShoppingTima 
Nlpgrn ShoppingNews 
Regiorul ShoppingNews 
S t  Csthcrlnds Shopping 

The SOCN Croup 
The Brnbant Gmup 

- Ancaster Ncws 
DundmS(nr Nem 
Hamilton News-Mountain Edition 
Stony Crcck News 
HsmllboR a l  ErrPte Ouide 
NewHome Ncwo 

Flnmbomugh Revim 
Tbc Fdfwoy Group 
New Hamburg Independent ' 

CambridgeTimes 4 
GuclphTniune 
Wstcloo Chrooide 

Duham Post ­

HLRI07154 
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The Maoee Jow T l m a  Group 
T W e r a l d  
Thb Week 
Rural Shopper 

The Prince Albert Doily Herald 
DPily H d d  
Rud Roots 
A d v ~ t q e  
Nonbem Visitor 
 
Channels 

Tbr Rylnr Group 
Thc R c 8 b  L d e r  Post 
The R e g h  Sun 
The Rcglna A d v n i v r  
W T i m  

. 	Road and W b d  
Armadale Graphics 

Thc S~tlrPtoonSur Phocnlx Group 
She Star Phoenix 
?V LIrting.9 
Sdmtoon Sun 
Spskatoon Shoppcr

\ 

-. SMft Currcm Group 
The Soufhwcst Boorla 
The City Sun 

Alberta 

Edmonton Group 
Edmonbn Journal 
'rhc Flya  F o m  

Calgary Group 
Cdgery Hentld 
FlyerFo= Calgay  
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- + '\ Bridsh Columbia 

Vancouver Group 
The Vancouver Sun 
The Provlnce 
Lower Mainland Publishing 

Burn* Now 
The Record N m  Westministet 
TheNow Community 
Langly Advance 
Abbolsrard T i m a  
ChilliwackTima 
MoplsRldgcTima 
Coquirlen Tima Now 
Richmond News 

DclraOptimist 
Vmeauva CourierW i d e  
Vancouver Courla Westside 
V~nwuvetCouricr Downbh 
No& Shorn News 
A d  Estate Weekly 

The Port AIberol Group 
Albernl Vdly Ti-
PmnywotthShopper 
Weaaly News 

Tbs Nnnaimo Dally News Group 

! TheNanslmo Daily News 
Harbour Clty Sm 

-	 Reel W e Guide 

Monthly Sku Hmm 
TV Listings 
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*X .̂- Atlantic 
C__ 

T h o  Halifax Dally NEW" 

The AtlnnUc ~ r o u p ' '  
BalhumNorihmLight 
CQXB a o n  post 
6 v & ~  
T w oDdly N n n  
MarketpksToday 
Post Record 
CB Pod Real EsuteGuidc 
l s h d  Shopper 
Pictou County this Week 
TV Sccnc (New Olslcaw) 
Rcnl Eslak Guidc ( T N ~ )  
Helpful Paga  Tcl bk CTnuo) 
Nor& Nova S h o p  
North Humberlnnd Busincis Report 
Colcbatcr Sunday 
n SMC C F N ~ )  
Real Emc Gulde (NmGlsrcow) 
HclpILI Paga Tcl bk (New Glrucow) 

The Chnrlottatorm GuardlenGtoup 
ThcGuudim 
Vscntion PEI 

: Tttchider 
Scniom 

-- OffIsland lslnndcr 
Red W e Guidc 
Helpful Pagu 

The Summenldc Group 
thekumal Pion-
Idand Hblvtn 
TV EM! RcelEstntc 
Buym Guidc 
lnvin Rinllng ? 
William & Crew Printing 

TLe Ncwfouadlaad Croup 
St fohn's rclcgrom . 
Weekly EXTRA 
'W Scene 
Hame Buyers Guide 
The ComerbrookWcstcm Srnr 
lV Sane 
smPhU 
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"-­
routham Mnendne & lnkrmntion Grow 

%&' 

Automothe 
Automotive Scrvice h l a  Book 
Auto Vition 
Body Shop 
Jobba News 
L'outomobllc 
LcBody Shop 
Suvia SUon and GarpseMonngmcnt 

Communiutlon@ 
Brdcuster 
Cnblccacta 
Ncw Mcdinpn, 

Conrtudloa 
Cabling S y s m s  
CanadianArchi-t 
CnnadirmConrulhg Enginea 
Landmpdpeimgej 

Dental Health 
Dead h d i c e  Management 
Od Health 

Eaergy 
; N m TechnologyMegazinc\ 

-- Petroleum Explorv 
Nickels Energy Oroup 

Dnily 011bullaln nnd online 
CPaadianOil Register 
POST Repod 

Encrgy Analects 
Sblis(im QuWly 
Enmy InformationSmim 
NewTechnology Magwine , 

Pecmlcum Ownaship Sbuctuns 
Nickels Dintory ScricrlOnline 
Pamleum Ekplwcr 

Envlro~mtnb\ Industry 
HPrardousMouiolt Mmagdncnt 
Solid Wast Recycling 
Ecolog Wee 

. ELIS 
Other Enviromcntal Infomation 
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Flosnclal 

- M u m 1  hmd sourcc book 

'Ld.Fund Profiler 

Iasuroacc 
Cnncldi~Undcnwrita 
CnnndlanUndmvritaSrolizlrlcatlssuc 
OncntloInsumcc Diary 

C d i n n  LdunrirlEquipment News 
Cmdaio TwpaIiaiton togisria 
tnbora(ory Rodua ~ e w s  
LabomyBuyds Ouide 
Machinery& Equipmen( 
Industrial Seltr-SconkDircctoria 

Mcdial 
Souham Msdicrl 
Southdm Medical Lisrs 
TheDmgstorc File 
Dmcal Directories 
Cnnndinn Health Foclliues Directory 

Mintae 
AmaicanMims Hmdbwk 
C ~ MinuM Handbook 
ConndinnMilng Journal 
MIning S o w  Book 
CanadianMineSCAN 
Mining Sourcc Book 
 
Northcm Mimr Ncwpapa 
Northcm Mlncr Combo 
Ncniher Miner CD 
N o h Micr On line daily 
Northem MinnOn line weekly 
Amerian MineSCAN 
Nonhm Minu Daily FPCE 
The Norther Minu Confmcs , 

Oecupmtiom~IH e ~ l t hand Smlcty 
OHBSCanada 
 
Back to Work 
 
Cmdian Occupalionnl Hwlth and Safety N e w  

Plartk. 
C n ~ d i n nPlpdice 
Canodun PltSb'u Disctory 6t Euyws Guide 
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Pulp &Pager 
Convention Reporter 
Les Popiczs du Qucbcc 
Pulp & C ~ a d a  
Pulp & Popcr Annual D k t o ~ ~  

RcfcrentclEduenUon 
Scott's Govcmrncn~Index 
C a n t d i ~S o u m  Book 
Scott's Directory olConodian Auoclotions 

Retell 
Gene M ~ n t i n e  
Gifts and Tdb lcwm 
OIRr and Tdblcnms Annual Directory 

Trucklng 
Motw Truck 
TN& News 
 
Truck Wcst 
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-*, SCHEDULEB 
'--­

Project Cankrbury 

Basket TWOAliocatlon By 
 
Mastbead, Geographic Region, 
 
Adjusted EBlTDA & Value 
 

Date: June 13,2000 
Version: 1.1 - Fbol 

(000's ) 
BaskctTwo 

Adjusted Veluc at. 

Masthead By Region EBlTDA 1OX EBTTDA 

Ontario 

Cobourg Croup 
Cobourg Daily Sntr 
 
Port HopGuidc 
 
ColborneChmniclc 
 
~ p p ~ t 
Q L Z C ~ C  
  
Northumberland Wtddy 
 
Northumbcrlaod Book 
 

t Campbellford Directory 

.d The Trenton Group 
 
Trentonian 
 
Marketplace Today 
 
Quinte Wheels 
 

BelkvlUe InteUNencer Group 
 
Thc Intclligcncsr 
 
MatkctplsceToday 2 
 
Quinte Whech 
 

KingstonWhlg-Standard Group 
 
Whig Standard 
 
Whig Flya Pack -

Shop the Whig Way Bag 
 

CornwallStandard Fmholder Group 
 
Standard~reeholder 
 
Smart Shopper 
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- *'? Pembrokc Group 
Nepcna lhisWeek 
Pembmke News 
Pcmbroke Obswcr 
Pembrokc Homcatylc 

North Bay Naggct Croup 
n e  Nugget 
CommunityVoices 
Nugget Value Pack 
Vintngt Tiu 
Discover Us 

Sudbury StarGroup 
The Sudbury Star 
TV tistings 
Real Estate Guide 
Wcckcad Alive Extended Covemge 

TbeElliot Lake Standard Group 
'Ibe Standatd 
Marketplace 
Trail Rider 
Discover Us 
Phonc Book 

at 
Ktrkland Lekc Croup 

-	 Northern Daily News 
lVListings 

Thc Tlmmlns Dally Croup 
Daily Prw 
TVListiigr 
Weekend Shopper 
Tuesday P m s  
  
Mining North 
Real Estate North 
Lcs Nouvcllles 
Nothland Post 
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-9 The Seult Group- Ssult stsr 

-	


Sault Ste. Marie This Week 
Welcome Map 
Welcomc Tourism BK 

Pctcrborough Exemlner Group 
Dally Examiner 
Examiner Weekly 
ExaminerReal Estate 
Examiner 'lV T i e s  
Whael Power 

The Owen Sound Group 
Owen Sound SunT i c s  
Grey B ~ t ethis Week 
Home Buyen Guidc (weekly) 
Home Buym Guidc (monthly) 
TV Times 
Health and Maturity 
Hanova Post 

The Huranla Group 

The BartieExaminer 

ExaminerthisWeek 


) I CollingwoodEnterprise 
 
Collingwood this Week 
 

Midand Free Prcss 
Free PmsthisWeak 
Daily Packet Times 
Packet this Wcek 

Orangeville Bonncr Croup 
TheBanner 
The Banner E m  
Real Estate 
Shoppet 

Saskntchewan 
-

The Yorkton this Wcek Entcrprbc Croup 
This week Enterprise 
This week Marketplace 
TV Listings 
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'* British Columbla- - *  

The Nonhern BC Croup 
Alaskn Highway News 
Ft. St. John Nordrmer 
Northem Horizon 
Peace River Block News 
Rince Rupert Daily News 
North Peace Expreu 
The Nortficmer 
Sunday Advcrtiga 
Tumbler Ridge Observer 
?he Daily Ncws EXTRA 

The Prince George Citizen Croup 
Prince George Cin'tnr 
This Week 
Central Interior BuylSell 

Tbe Kamloops Dally News Group 
'Ihe Dnily News 
The News E X m A  

Thc Kootenay Group 
The CosllcgerSun 
 
Cmston Valley Advance 
East Kootenay Weekly-	 Elk Valley Miner 
Femic Free Pnss 
C3md Forb Gazette 
Nelson Daily Ncws 
Trail Times 
Cranbook Daily Townman 
Kimberly Daily Bulletin 
W this Week (Shopper) >West Kooteney Weekend- 
West Kooteney TV Today 
Boundary Bulletin 

Totals 
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f i  SCHEDULEC 

Terms of the Subordinated Debenture 

?he tcms of the subordinated dcbenrure shall be as follows: 

Ten (lo)year term 

/* 	 Interest payable half yearly, only during the tcmi, at market rate to be determined in 
conjunction with finalizing the terms of the senior debt 

' 8  	 Principal to be repaid, in a lump sum, at end of term 

Fully prcpayablc at the option of the issuer in part or in whole at my time during the term 

'0  Fully subordinated to bank or other institutional senior financing of not less than 50% nor 
more than 60% of tlrc Purchase Price, with such subordination rcquircmcnts as the senior 
lenders require during the term of the subordinated debenture 

i7andatory prc-payments, to extent senior lenders will permit, out of future asset sales from 
i the purchased assets andfor earnings therefrom in excess of the cost of servicing the senior 
\- debt, necessary working capital additions, capital expenditures or capital invtstmcnt in new 

propcrtics including the right of approval by Hollinger over any capital invtstmcnt outside 
[he normal course of the business of CanWest, suck right to be personal to Hollingcr and 
incorporated in the Shareholder Agreement 

Hollinger to accept that senior lenders will require certain prepayments of the principal of thc 
senior debt ahead of the subordinated debencue 

After two years from the issuance of the subordinated debenture, CanWcst will assist 
Hollinger (in all reaso.nnblerespects as though this was a subordinated debenture of CanWest 
that it was attempting@J sell) in the marketing of the subordinated debenture, in whole or in 
part, and for such purposes to issuc such registration statements and prospectuses as Lhc 
regulators may -ire 

Other t e n s  to be negotiated 
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CanWest 2001 Estimated EBITDA for Purposes of Purchase Price Adjustment 


100% MITDA 100% EBTZDA Proportionate Share 
(cs) of EBlTDA (C5) 

Canada-Globd ~~WIC 
Canada -CanWestEntufdnment 
New ZeaQld Mom FM W o  
New Zealmd - RsdioWorks 
Alrrb;rlia - NWork TEN 
Corparalc Costs 
OldnTelevision PIC 
TcIcFastas Auzhalia L h W  
So@m 005s hadcarting Limited 
Television & M d a  Scrviocs Limhcd 
Total 

1W hccaroliddad 
1WA eoruolLkIad 
100% lmst~liddad 
1Oo.k unwlidatcd 
IWaaolidatd 
100%consolidated 
CmWcsfs29.9% in-

Curnllcy 
( 1 4  urrreacy) 

CS 
CS 

NZS 
N2.S 
A$ 

CO 

BriL Pounds 

ChWcrr's57.5% of W s 14.9% intorrt AS 
Cu~\Vcn's57.5% ofTEN'S 14.6% trtcrrsl AS 
CmWds 57.5%of TZFTr 12.2% ialcrca kS 
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SCHEDULEE 

CANWESTIHOLLINGERTRANSACTIONPROPOSAL 

Pr inc i~dTerms o fAuction A~reemcttt 

1.	 Anytime after the 5th anniversary of the closing of the Proposed Transaction, either of 
the two shareholders may give notice to the other, stating that on a date not less than 6 
months following receipt of said notice (the "Notice Date"), the initiating shaholder 
wishes to terminate the joint venture and req~lirethat an auction for all of the shares of 
the Company be held by the two shareholders ("Auction"). 

2. 	 Forthwith upon the giving of said notice, both parties shall be bound to participate in the 
Auction and to procced under the [ems of this Schedule. 

3. 	 As soon as practicable after the Notice Date, the two parties shall meet to determine what 
steps should be taken as between themsclvea and the company as may be beneficial to 
both in terms of structuring the impending punzl~ase and sale in the most tax 
advantageous manncr for both the selling and the buying shareholder. Such restructuring 
may include the declaration and payment out of the Company of tax free dividends prior 
to said Auction, subject to the provisions of the Income TaxAct. 

4. 	 Thereafter, the parties shall negotiate in goad faith to determine whether or 11ot a 
resolution of the ownership of thc Company can be arrived at in a manncr which is 
mutually satisf;lctory and which mnkes unnecessary the csnying out of the aforesaid 
Auction. In no evcnt, shall the date of the Auction bc postponed by such discussions, 
except with mutual consent. 

5 .  	  Subject to the receipt of Confidentiality Agncrnents on standard terms from any agents 
or representatives of the parties and from any associates which a party may wish to 
involve as a potentid buyer in such Auction, in preparation for said Auction, and the 
financing rcquired by any of the parties, the Company shall make available to each of the 
pmtics and/or their&sociatcs all relevant information on thc Company and its operations, 
forecasts, prospects, such that each of the parties will be equally fully informed about the 
affairs of the Company. 

6, 	 The Auctionshall include not only the common shares owned by each of the parties, but 
also any othcr instruments of debt or other securities they may hold in the Company. 

7. 	 Within one month following the Notice Date, the initiating shareholder shall provide a 
written notice to the other shareholder of the minimum basic bid it will be tabling to 
commence the Auction, and the othcr shareholder shall be entitled to accept same and sell 
its sham and securities at the named price. In the evcnt that the othcr shanholda does 
not accept the opening bid, then the Auction shall proceed, and the initial bid given by the 
initiating shareholder shall be deemed to be its openingbid at said Auction. 

8. 	 Forthwith after the Notice Date, the Auditors of the Company shall be insuucted to 
determine the Safe Income under the Income Tax Act which may be distributed tax Free 
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to thc two shareholders, and the parties sh311 cause a dividend in the said amount to be 
paid out prior to the commencement af the Auction. 

Fonhwith after the Notice Date, the p d c s  will agree upon an individual ("Referee") to 
supervise thc conduct of the Auction and the bidding thereat, who shall be a person of 
high repute, experience and who deals with both parties at m e length. In thc evcnt that 
the parties are unable to agree on the Referee, either party will be entitled to make an 
application to the Master of the Supreme Court of Ontario to either act as or appoint the 
Refcrce. 

The Auction shall commence at 9:00 a.m. on the date for which notice has been given, 
and be held or a location mutually agreeable to the parties, but in default of such 
agreement, shall take place at the offices in Toronto of the Company's Auditors. 

At the Auction, each party will be entitled to have representatives and advisors present, 
including parties who may intend to participate in the purchase by tither party of the 
shares of the other. The price named by the initiating shareholder, for 100% of the shares 
and securities owncd by the other, shall be dccmed to be the opening bid made by it at the 
commencement of the Auction. 

Prior to the commencement of the Auction. each of the two shareholders will deposit, in n 
sealed envelope, with the Referee, a letter of credit from a chartered Canadian bank, 
made payable to tlie Referee, in an amount wluch is the highest that said shareholder 
intends to bid. During thc process of the Auction either shareholder will be entitled to 
add new letters of credit to those which are tabled originally, which letters of credit are 
intended to ensure that a party bidding, has the financial capacity to close the transaction. 

The Referee shall open the envelopes containing the lcttcrs of credit upon the 
commencement of the bidding, and shall not disclose to either of the parties or any othcr 
persons present the amount of any letters of credit. The Referee shall open the Auction 
by asking the othcr shareholder if he wishes to exceed the Initial Bid put forward by the 
initiating shareholder. The other shareholder will havc five minutes in which to table a 
higher offer. The~aftcr, the initiating shareholder shall have thirty minutes to table a 
higher offer, and do on, until the highest bid has been achieved. In the event that after 
any bid has been made by a shareholder, the other shareholder has not tabled a higher 
offer, the othcr shareholder will be deemed to havc accepted the last offer, creating a 
binding Purchase and Sde Agreement. 

No bid will be recognized unless it is at least 2% higher than the previous bid. 

The Referee will not accept any bid which exceeds thc amount that the bidder has 
provided for in its letter of credit. 

If, for any reason, the bidding is not completed by 10:OO p.m. on the bidding day, thc 
Auction shall be adjourned and recommenced nt 9:00 a.m.the following morning. 

Upon thc ultimate buyer being determined, thc closing of the transaction shall occur 
within 30 days thereafter provided that if my regulatory approvals are rcquircd before a 
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party can complete the purchase, the parties shall cooperate to effect any regulatory 
compliance and receive such approvals as soon as possible. 

18. 	 At the commencement of the Auction, each of the parties will table with the Referee thc 
shares and any other securities involved, which it owns, and of which arc the subject of 
the Auction, endorsed in blank for transfer. 

The closing ofthe purchase and sale ("Closing") shall take placc st a locntion determined 
by the Referee, and at the closing, the Referee shall deliver to the purchaser the securities 
of the seller, and shall deliver to the seller the cash he has elected on the buyer's letter of 
credit, and shall retuln any surplus cash as is not required, to the buyer. Included in the 
documents that each of the parties shall deliver to the Referee, for delivery to the buyer, 
will bc resignations of directors and officers from the Company and any affiliates or 
subsidiaries of the seller, as well as a termination notice of any contract the seller may 
have with respect to the management of thc Company. 

20. 	 During the period from the Notice Date to the Closing, each of the parties will undertake 
to ensure that the Company is run in an orderly and normal course manner, and not 
p c d r  the Company to enter into any long term contract, purchase and sale, or other 
major commercial obligation, without the consent of both parties. 

21. 	 The existence of the Auction Agreement shall be held in confidence until such time as 
one or other of the parties elects to implement it, and thereafter its disclosure may only be 
made to individuals who will sign standard form confidentiality agreements with all the 
parties prior to the commencement of the Auction. No other notice of the existence or 
dare of the said Auction may be made, except as may be required by law or regulations of 
any stock exchange having jurisdiction over a party. 

In the event that either of the .buyingor selling shareholder default in complcting the 
closing of the transaction, the non-defaulting party shall be entitled to all remedies 
available at law and equity, including injunctive and specific performance. In addition 
thereto. the nondefaulting party ahall be entitled to purchase the sharcs in the Company 
of the other at a price equal to 85% of the purchasc price as established by the bidding. 
process, or, requirethe defaulting shareholder to purchase its interest in the Company in 
an amount equal to 115%of the aforesaid purchase price. In addition, the non-defaulting 
shareholder shall be entitled to require that 100% of the Company be sold and the 
proceeds paid 60% to the non-defaulting shareholder and 40% to the defaulting 
shareholder.. Such third party sale to be conducted under the direction and supervision of 
the Referee. 
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CANWESTIHOLLLNGEKTRANSACTION PROPOSAL 

Tcnns of Ravelston Manaaeme/rt Services Aptcement 

Therc will be an agreement bctwetn CanWest and Ravclston to provide for the management 
consultative and advisory services provided by Ravclston containing thc following principal 
terms: 

1. 	 During the period from the closing to the December 31, 2000,(the 'Interim Period') 
Ravelston shall have direction and control over the manngement of the Acquired 
Businesses. This provision is to ensure that Ravelston ie given every opportunity to 
realize the EBITDA forecasts on which the Purchasc Rice is based, in order to mitigate 
against any adverse Purchase Price adjustrncnt as provided in the Transaction Proposal. 
During the Interim Period, Ravelston will not be paid for its services, and all costs thereof 
will be deducted from the EBITDA as confirmed nt December 31,2000. 

2. 	 During the Interim Period, CanWest, through its bond and its senior officers, will have 
complete access to all of the management of Ravelston (the "Manager") and that of the 
Acquired Buoinesscs, in order to fully infoim CanWest about the nature and operation of 
the Acquired Businesses and to prepare a plan, for implementation after January 1,2001. 
for the integration of the Acquired Businesses into the CanWest corporate structure and 
opcrating systems. During the Interim Period, the Manager will keep CanWest fully 
informed on all operations of the Acquired Businesscs and deliver to Canwest all 
management rcports, financial information and such other material as the Manager has 
customarily received from the opcrating units of the Acquired Businesscs in order for 
CanWest to familiarize itself with the operations. As provided in the wansaction 
proposal, upon the closing of this transaction, there will be established a sub-committee 
(the "Operating Committee") of the board of CanWcst consisting of the two Ravclston 
nominees,end three CanWest nominees, to set and direct policy with respect to Acquired 
Businesses. Notwithstanding CanWest's control of the Operating Cornmittce, such 
committee shall noshave the authority to overmk the Manager on m a w  dat ing to the 
operations of the Acquired Businesses prior to January 1,2001. 

3. 	 During the Interim Period, the Manager and any and all of its directors and officers shall 
assist and advise CanWest on developing the post-January 1, 2001 integration of the 
Acquired Businesses with CanWest's operations, and asgist in the evaluation of 
management of the said operations, as well as participate with thc management of the 
Acquircd Businesscs and CanWest representatives, in the development of a longer 
business plan as well as budgets for the future of the Acquired Businesses. 

4. 	 Commencing January 1, 2001, CanWest shall be free to integrate thc operations of the 
Acquired Businesses, other than the National Post Business. in any manner it deems fit, 
including physical merging of operations, lending of staff andlor centralization of 
corporate and operating functions, os may seem appropriate, given CanWest's other 
operating centres and business plants generally. 
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.'­ 5. The non-exclusive role of the Manager shall commence on January 1, 2001 and continue 
until December 31, 2001, and provided that if either party wisltes the management 
arrangement to terminate on December 31, 2001, i t  shall first have givcn the other six 
months notice. In addition. CanWest will have the right to require the Manager to 
continue providing its management services for one additional year thereafter, even if the 
Manager has given notice that it wishes to terminate. It is contemplated chat the 
Management Agreement may continue, as amended, for a considerably longer period 
than the times provided herein. This shall be the subject of further discussions bctween 
the parties during tlre management period. 

6. Commencing January 1, 2001, CanWest shalt pay the Manager an annual fee of $6 
million, payable monthly in srrears in consideration of the provision of continuing 
dirccrion, supervision and policy guidance with respect to the Acquired Businesses, 
including the negotiation of divestitures therefrom or acquisitions and additions thcreto. 
The services to be carried out by the Manager during this period shall be equivalent to the 
Manager acting 'as Chief Executive Officer of the Acquired Businesses. The Manager 
shall report to wd be subject to the direction of the Operating Committee. One of i ts 
chief functions will be to assist CanWcst in the location of an individual, who will 
become a senior CanWest corporate officer, and be capable, or become capable of 
assuming the Manager's mle as Chief Executive Officer of thc Acquired Budnesscs, 
should the Management Services Agreement texminate. A further key function of the 
Manager will be to assist, and give direction in respect of the integrating of the Acquired 
Businesses with thc other Canadian businesses of CanWest and to cause the synergies of 
operations and cross promotion between same to be maximized at the earliest possible 
moment. All CanWest corporate officers and operating Chicf Executive Officers will 
cooperate fullywith the Manager. 

7. The Manager, in addition to the above compensation, will be rcimbuned for all 
rcasonablc disbursemcnta and expenditure6 it incurs in canying out its responsibilities. 

8. The Manager will be considered to havc canied out its obligations hereunder by making 
available the advice and services of Conrad Blnck, David Radler, and such other 
Ravelston or Hollinger senior personnel as may be necessary, on a reasonable amount of 
time basis, in orde to facilitate a stnooth transition of ownelahip and management of the 
Acquired Businedsts to CanWest. The additional individuals required for this obligation 
of the Managcr is limited to those senior executives who, prior to the closing of the 
Proposed Transaction, have played key roles in the management, financing, dcveloprnenf 
operation and growth of the Acquired Businessw ("Key Employees"), and who are stiI1 
employed by Ravelston or Hollinger or their subsidiaries. Ravelston shall use all 
reasonable cffoits to maintain in its employ the Key Employees, including entering into 
retention agreements. 

9. The management services md the fee paid therefor shall include all of services required 
by the Acquired Businesses, including. for greater certainty for both the National Post 
Business and the Canada.com Business. 

10. During the Interim Period the Manager will have general control, on a day-to-day basis. 

> ! 

f 
over cditorial and opinion comment. The Manager shall therefore advise such 
Committee well in advancc of any editorial position8 that may be taken which might be 
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FOIA CONFIDENTIAL TREATMENT - - - - - - - - - - .. .­ . - . . ­ -- .-­- -- -- 
REQUESTED BY HOLLINGER 
INTERNATIONAL INC. 



reasonably aasumed to bc injurious or embarrassing to CanWest, taking into 
consideration chst CanWest is s regulated company which does not wish to impair its 
relationship with those who have control over its electronic licenses, either in application 
for new licenses, or the renewal of existing licenses. Over and above the policy-setting 
authority or the Committcc, CanWest will be entitled to insert such editorials in any of 
the individual business units of the Acquired Busincsae~, on any subject at any time,the 
Nqtioapl, Post. not being included in this mangemcnt, as it is covexd by a separate 
arrangement. Following the Interim Puiod, CanWest shall have general control on a 
day-to-day basis over editorial and opinion comment (subjcct to any requirements for 
conditions imposed by the CRTC). This paragraph shall not apply to the National Post 
which will be subject to the applicable provisions of Thc National Post Inc. shareholders' 
agreement. 

1I .  	  The services to be provided, with the intention of enhancing the earnings and profitability 
of the Acquired Businesses (but subjcct to the control and direction of the Operating 
Committee) will include: 

Strategic planning; 
 
Operational efficiency and effectiveness; 
 
Acquisitions and s tartupa; 
 
Annual budgeting; 
 
Operational financing; 
 
Identificationand negotiation of strategic partnerships and mergers; 
 
Affiliate agreements; 
 
Cross promotion between the electronic and print side, achieving synergies of 
 
operations, production, deterrninatio~~ 
of whether or not co-selling of ndvenising i s  
effective; 
Maximizing thc prospccls of Canada.com by employing the content of both the 
electronic and the print sides of tl~cbusiness; 
Equipment and capitd acqi~isicion and replacements. 

12. 	 Thc Manager shall provide n monthly written report on all operations under its 
management, for.inclusion in the monthly senior management meetings at corporate head 
office. and for diwbution to (he CanWest board in summary form. In addition, the 
Manager shall provide CanWest with all daily, weekly or monthly =ports it receives 
from the businesses under its management, in order to ensure that CanWest is' fully 
apprised of said operations. 

13. 	 The Manager and any of its officers and subsidiaries are free to carry on any business or 
other management functions unconnected to this transaction, provided that in so doing 
they do not impair their ability to provide the services contemplated hcrcby to the same 
standard as previously provided to the Acquired Businesses. 

14. 	 The Manager shall not be entitled to assign its responsibilities under the Management 
Services Agreement. 

15. In the cvent that Ravelston is unable for any reason, including by reason of the death or 

"i 
\ disability of the principals of Ravelston, to pctform the scrvices provided for in thc 

FOIA CONFIDENTIAL TREATMENT 
C - , - ~ C O ~ O T ~ T6 unm-I n w 7 r  IC=I~NH-I  ,J.c:/T W / V  r yea 

REQUESTED BY HOLLINGER 
INTERNATIONAL INC. HLRSEC00616 



Msnagement Services Agreement, then CnnWest shall have the right to terminate the 
agreement without payment or compensation to Revelston. 

16. 	 The terms of this arrangement will be kept confidential by both paties hereto, except to 
the exlent q u i r e d  by law. 
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SCHEDULEG 
 

Resale Providon 

For the purposes of section 25 of the Transaction Proposal: 

"Excess Sale Proceeds" means the amount, if any, by which the Adjustcd Sale Proceeds in 
respect of a particular newspaper business being sold by CanWcsc (the "Business") exceeds the 
Adjusted Cost of thc Business. ff the Adjustcd Cost of the Business exceeds thc Adjustcd Sale 
Pmccds; the Excess Sale Proceeds shall be deemed to bc nil. 

"Adjusted Salc Proceeds" means the amount of sale proceeds (on a total enterprise value basis) 
received by CmWest on the sale of the Business, subject to the adjustments below: 

(a) 	 The sale proceeds will be reduced by the amount of transaction costs incurred by 
CanWest in connection with thc sale of the Business: 

(b) 	 The sale procceds will be reduced by the amount of taxes payoble by CanWest i n  
connection with the sale of the Business. 

"Adjusted Cost" means the cost of the Business based on the purchase price allocated to the 
Business in the Purchase Price Allocation Schedule (Schedule A), subject to the adjustments 
below. If the Business being sold by CsnWest does not have a purchase price specifically 
allocated to it in the Purchase Price Allocation Schedule, but the Business is part of a lvgcr 
group of businesses to which a purchase price is allocated, then the pul-chase price allocated to 
the Business shall be deemed to be the amount calculated by multiplying (i) the agreed upon 
forecast of sustainable EBITDA of the Business for the year ended Deccmber 31, 2000, by (ii) 
the multiple derived by dividing thc purchase price allocated to the lvgcr group of businesses in 
the Purchase Price Allocation Schedule by the agreed upon forecast of sustainable EBITDA of 
such group of busincsscs for the y e a  ended December 31,2000. 

(a) 	 The cost shall be decreased by any downward adjustment to the Purchase Price of 
the Business pursuant to the Purchase Ptice adjustmcnts described in section 8 of 
the Transaction Proposal; 

2 
 
(b) 	 The cost shall bc incrcascd by CanWest's weighted avenge cost of capital (which 

in any case shall not be less than 10%per annum)in mpect of its investment in 
the Business, from the time of Closing of the Proposed Trslnsilction to the time of 
completion of the sale of the Business; 

(c)  	  The cost shall be increased by the amount of any capital investments made by 
CanWest with rcspect to the Businc~s, together with CanWest's weighted average 
cost of capital (which in any case shall not be less than 10% per annum) in respect 
of such capital investments, from the time they were made to the time of 
completion of the sale of the Business. 

"Purchase Price Allocation Schedule" mcans the schedule (Schedule A) to be prepared in 
connection with the Proposed Transaction in which the newspaper businesses being acquired by 
CanWest will have spccific purchase prices allocated to them. 
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 The foregoing profit sharing formula does not take fully in10 account the concept that profit
A- sharing will only arise if the sale is at a multiple of EBITDA exceeding 10. Thc parlies shallI 

,+ 

further explore this aspect whcn negotiating the Definitive Agreement. 
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